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Internal Rcvchuc Scﬁice

Department of the Treasury
Director, Exempt Orgunlzat{ons

P.0. Box 2508 - EP/EO
in¢innati, OH 45201

Dear Sir

n fron ,_,chcrdl income tax
Code of 1986 and its applicable
determined ll.hat you do

We have considered your app! \ Alad 8
under the provisions of sectiot
Income Tax Regulations. Bas
not qualify for the reasons set

mption under other subsections of section

Consideration was given to whether you qua et
) "pot qualify under another .

501(¢) of the Code. However, We have cone
subsection. mp AT

As your arganization has not established exempt on from & itwillbe .
necessary for you to file an annual income tax return on Fo

. St ®

| O} a Trust, or Form
1120 if you are a corporation or an unincorpornth_mclguo Sgiins

e

BN ; Y i . S
If you are in agreement with our proposed denial, please sign and return one copy of the enclosed

Form 6018, Consent 1o Proposed Adverse Action,

you have the right to protest this proposed \ ou believe it iy incorrect. To
protest, you should subimit a wiitten appeal giving e Guls, luw und olher inforination to support
your position as explained in the enclosed Publication 892 “Exempt Organizations Appeal
Proc. dures for Unagreed [ssucs.” The appeal must be submitted within 30 days from the date of
this letter and must be signed by one of your principal officers.. You may request & hearing with
o member of the office of the Regional Director of Appc‘a_l'siwhcn you file your appeal. Ifa '
hearing is requesied, you will be contacted to arrange 2 date for it. The hearing may be held at
the Regional Oflice vry if you request, at noy mutugl-l;{c@nycnicnt District Office.. If you are to
be revresented by someone who is not one of yo\i_[:prlni:ipa) officers, he or she must file a proper
power of atorney and otherwise qualify under our lg_wx'\fctgn,c’c;a‘nd Pmc,ticc,chuiremcnts as set
forth in Scetion 601.502 of the Statement of Procedur '
No. 230. R
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Proce gmlRuﬁl‘esl‘S'ce-_Tr}c:isu;y Department Circular
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You mcorporatc.d in
9‘_" ¢“
cooperative for the primary and mutual beggt}tno’t' its'me
to foster and promotc e of franchisees’
Aol | v (oA . sk
Voo n w Nhin r\nrnnrnhnn (lﬂﬂt‘.lhcr w anV bL.CCCSSOK.

il 4 tll NS asaw
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referred to as the “[‘ranch\sor ). to form an drg’am
Franchisor and franchisees of the l‘ranchxsor, i

advancement of the lq,nmmte mtcrcsts “of the

And to engage i be organize
( rlem prohxbxted or forbldden by
the Bylaws. of the Association, and to conduct its busmcss,‘ te its purposes and, carry onils
nperations in any and all of its branches and mamtam ofﬁces within and without
in anv nnd all States of the Umtr d State: the [ District of Columbla, '\nd
in any or all commonwcalths. territories, ucpci ,pc"“ss'.or' 8 ,»nr\«*.s or -

instrumentalitics of the United States of Amcrl

his franchxscd by-

entity whic
ed rcstaurams in the Umtui

Youare a mcmbership orgm\wuon. Any person, |
ranchxsc.

which opcrates on¢ ot
States, Canada and such other (.oumms and

An uuuchum.m to your 1024 apphcauo

o [Establish what issues are \mponant to its members. and formulate possxblc sohitions to
ty e issues to betteras @ whole the mc.mbc.rs indmduals 1cstuurant operatxons.

o Serve as a means of protc(.lxon for the members if cvcr the franchxsor '\uth advcrsely
toward the franchise commumty or vxolalcd any of the terms of the franchxse ag,rccment

A
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e Bea Lomn‘umuanons tool to allow the mc.mbt.rs 10 frecly share xdcas and mformauon 1
order to better operate their francluscs R v

e Scrvcas COlﬂlﬂUl\lCl\\lOlﬁ hm. thWQﬁn

Your letter duted CENP stotes, “The organization 13 orgamzed for thc purpose of umtmg

the voice of the members of the franchise commumty""l‘he board, which represcats the members
of t* urganization, meet regularly with the franchxsor to'dxscu, various issues as well asthe .0
direcuon of the fr.mc.h\sa. in ordc.r to reach compromxses that are faxr to both the franc\usor as
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“ssues that are of importance to the members Ot the OfEaNZE on in
renewal of franchise agreemen

gl § - Roesrpmotac R M R
s; 1ssues regarding uansierring oL el rancni
customer relations, product developmen rmity in the
' ' AT S NP 7 I PN = kvl
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hisor, the members of

will be beneficial to the franc
customers.” S P
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franchisor,” - SELN b o #E7
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Yonr letter dated (RESIDS atcs, “The purpose of the
is to promote higher business.
the franchiseces as well as to encourage uniform
‘community. The

Scction 501(c)(6) of the Intemal'vRevenué Cod” 2] 986provxaes ‘éXcmptidn from Federal mcome
tax for business leagues not organized for profit, and 'h_ov'pqi‘f of the net earnings of which inuresto” -

the benelit of any private sharcholder or individual fave o 5 SRR
S ‘nl .'7:;" ‘-5;‘.'7@ L o R e
Section 1.501(¢)(6)-! of the Income Tax Regulation states that a business league is an association of

persons having sone common business interests, the purpose of which is to promote such common -
interest and not to engage in a regular business of 2 kind ordinarily carried on for profit. ' The
Regulations further state that the activities of a business should be directed to the improvement of -
business conditions in one or more lines, the business_as, distinguished from the performance of .-
particular services for individual members./i¥An organization, whose, purposes is to engage in a i

regular business of a kind ordinarily carried
a cooperative basis or produces only sufficient i

ricome (0 be Sel[-sustaining is nol.a business league.
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on for profit; even though the business is conducted on e
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. Revenuc Ruhng ,
orgamutxonwhosep ct - L e
‘ specmlucd md vxdual se vice to its IndIVIGEG S st .engagedin 3 pal! ustry.

was pcrforrm
exemption under. sccu _
“theugh it
gencrally

Revenue Ruhng 58-294, pubh {
association of hcense ‘dealers in’a certalll
h.a;:,ue where the, assocxatxon;

~A
}Jutbll\' VVM \.usubvu Auuuu

bcneﬁt. pcople who manuf cturcd competi

Rcvmue Rulmg, 67 77 g
association of dealers selling a paru
dvertising campaigns to promote ! thé"sal
was performing particular services, for its ,em
~ qutomotive industry as @ whol Memb, shi
franchises for the sale .of the,
pmludes e\empno

e of business, | e, th
0 dealers who held'
jon ‘of;,

Revenue Rulma 68-264 ‘publishex
service for the purposes of section 501(c)(6)

R T

or cconomy 10 the membc.rs of the or"amzauon in

Revenue Rulmg 83-164, pubhshed ‘in’, Cumulat on’ page .95, hel
organization whose members represer};t» ersified b sses  that oW rent “or lcase comput s
produced by a single computer manufacturer yes not qualify.10 exem 2ot
301(c)(6) for the Code. gt Ees i ;

27 ol Yoot
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Tn National \Aufﬂer Dcalers Association v:U. ade assocl at
confined its membership Lo dealers, fram.hmcd bya p- ",ar company and its actwm s to the :
business of that company.. In thx: cuse, the Suprer Tv orgamzanon wus nox:
entitled to exemption under section 30 (©)(6)
the industry as a whole but 0
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I‘or exempuoq pur
atent trad
e b

Mcmbcrsmp in your ¢ organ

stated that you are, simil:
is a membershlp

whole. Your orgamzauon d

pamc.ular scgment of !
Dealers' Assocmnon v,

Your actwmes, i.e., asslis

franchise stock and asscts; prod
businesses is 3 pamcu ar Servic
means to effect cconomies in the
Ruhng:s 56 65 and 68- 64, Supt

Qur rcvxew of thc apphcauon ﬁ\ed
on does not operat

indicates your organizatio
0. franchxsee ‘0 -

nmmbc.rshlp is limited ¢

members of th.e industry as 3 \.ho‘c
Thus, your failure to im

association.
serw.s 10 dufc.at ‘exem

your members




